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This paper analyses changes that have happened in the hotel industry caused by the transformation of socially–owned into market–oriented business enterprises. One of the most important new business methods is transformational management, and it appears as one of the most efficacious ways of managing a hotel. If we want to be competitive with other countries in the Mediterranean, then a large number of hotels in Croatia need new owners and new management, especially in the Dubrovnik-Neretvian County, where the owner of most hotels is the state and where tourism means life. 

With the privatisation of the hotel Excelsior in Dubrovnik, the new owner has started to establish a new management practice because he has to accustom hotel management to the new environment, which has changed radically over recent years. A functional organisation structure dominates in Croatian hotel firms with a high grade of hierarchy and centralisation. A new environment requires the modification of the leading style towards the consultative and participative style; thus, the hotel Excelsior has adopted these conditions.

By exploring different approaches of accomplishing the business management of this five-star hotel, they decided to install a new organisation unit into the organisation figure that is controlling. This helped them to control everyday expenses on every level of the hotel departments. The hotel has overtaken the top price of their services. Thus, by controlling the expenses, it can reach the results of the best hotels in the Mediterranean. The Hotel Excelsior has an ISO 9002 certificate and operates the system of Total Quality Management, which is directed towards satisfying customer demand. Any obstacle in the way of achieving customer satisfaction must be removed. The high-grade service supply does not recognise the frontiers, but it guarantees the satisfaction of the guest.

The staff of every organisation is the most important resource. The Hotel Excelsior is investing a lot in training their operation staff by organising courses at the Hotel Sheraton, in the United Kingdom, for their waiters and cooks. The top management of the hotel is also broadening their knowledge by attending different courses, seminars, MBA studies, etc. In this article, the indispensability of using the new approach of the management practise in the hotel industry will be pointed out, whereby in the Dubrovnik region or in any other region, in general, will be encompassed by the transition and globalisation processes. 

2. MANAGEMENT IN THE CROATIAN HOTEL INDUSTRY

These days, the key issue in the hotel industry management is how to develop a strategy, which is able to range a firm with the best in the industry because the very strategy is the reason to succeed or fail. According to the paradigm dated from the ’90s, a firm cannot be successful on a long-term basis if oriented only on exploiting the possibilities in already existing activities and on current markets. The analysis of discovering its competitive capacities is useful because it enables the understanding of those individual activities in the entire production – the service process having a part in cost determination, service quality image and the final service.

Croatian managers in the hotel industry are characterised by the leading style ranging from the authoritative to a consultative one. They practice top-down management, where the decisions are made from the top management to the operative management, but the most important is that every level of the management pyramid is responsible for its activities only to the superior level. The global hotel industry is changing rapidly and continuously, therefore, it is necessary for a hotel’s firm management to adjust to those changes. 

The future organisation is determined by a manager's adjustment ability to the turbulence of a dynamic and complex environment (Galičić, 2000, p. 444). In order to exist, the present hotel firms have to attract and employ the creative and not the traditional experts, with the main purpose of developing an innovative business strategy. The accent is on service quality improvement and efficient use of human resources through transformational leadership. Today's managers in the hotel industry are dealing with  three key issues:




The most important of these issues is that managers get confidence, loyalty and respect from their subordinates. It is necessary for employees to feel important as a part of an organisation and to be able to distinguish the relevant from the irrelevant, with a view to a successful business transaction (Galičić, 2000, p. 445). One of the most important new leading methods of businesses is transformational management, which has its own characteristics. In the near future, transformational hotel industry management will be desirable (see Table 1).

Transformational management should be treated as the all-level manager's activity. The stress is on the whole organisation and future success, but at the same time, the concentration is on individuals and their needs, teamwork and on designing a new environment. In the Croatian hotel industry, most of the hotels are under the state proprietary, so they do not use new management practices. Today, they look for a new owner. In this article, we focus on the Hotel Excelsior and its management practice, which has changed drastically in the last two years when the hotel was sold as a consequence of the privatisation process. 

Table 1. Characteristics of transformational management (Galičić, 2000, p. 446)

	Transformational management
Time orientation	Long – term (future)





Decision making mode	"Bottom – up"
Employees	Developing resources
Adjustment system	Rational explanation
Attitude towards	Unavoidable confrontation with problems





2. DEVELOPMENT OF THE HOTEL EXCELSIOR

The Hotel Excelsior is located near the Old City of Dubrovnik, directly on a cliff facing the open sea and city walls. The hotel was first opened on July 10th, 1913. In that period, it was called the Hotel Odak. In the year of 1965, it was redesigned and renamed the Hotel Excelsior. It was entirely redecorated and again redesigned in 1997, when it was brought to the first category level. The same year, the Hotel Excelsior became the first five-star hotel in Croatia. After opening on September 4th, 1998, the hotel was frequented by numerous local and foreign guests.

The Hotel Excelsior is a member of the Adriatic Luxury Hotels, which is a part of the Wren's Hotel Group from the United Kingdom. Wren's Hotel Group is a chain of exclusive hotels in the United Kingdom, the Seychelles and Croatia. The feature of this hotel group is the combination of individuality and comfort, with attentive services, a sense of tradition and glamour. All the hotels that embrace this group are ideally located in areas of outstanding beauty and managed to the highest standard by a team of dedicated staff. Wren's Hotel Group was founded in 1995, when the chairman and founder, Goran Strock acquired Christopher Wren's House Hotels, the famous British architect's family home beside the Thames River in Windsor. Now, they own and manage two exquisite portfolios. The first is Wren's Hotels United Kingdom, which includes hotels in The Thames Valley and Cotswold. The second portfolio is Adriatic Luxury Hotels, the fast growing Croatian hotel chain with hotels in Rijeka and Dubrovnik on the Adriatic Sea.

The Hotel Excelsior has held many meetings, congresses and symposiums. It justifies investment and the appropriateness of a business policy geared towards the realisation of results on the basis of highly–set criteria. 

Until the property transformation in 1998, the hotel had specified characteristics:
	The former business organisation was indefinitely determined by the overlapping of the business functions;
	Individual hotel departments did not record their separate income and expenses, leading to the unknown profitability of strategic business units. At the other hand, although conditions existed for separate business units to become investment centres, this never became a reality;
	As consequences of the high level of centralisation in the managing of the Hotel Excelsior, many problems arose. This caused the attenuation of motivation and responsibility of the executives.

The above-mentioned property transformation corrects the hotel weaknesses.

3. STANDARDS AND QUALITY APPLICATION 

Quality is an ancient concept that has obtained new attributes and can be defined in many ways such as (Avelini-Holjevac, 2002, pp. 487):
	Quality reflects that ability of a product or service to consecutively satisfy or exceed the expectations of the customer;
	Quality means getting what you are paying for;
	Quality is not something that is adopted as a special feature, but rather something that is an integral part of the product of service.

The point is that the economic aspect of quality is profit. Quality also means the increase of motivation and responsibility of the organisation, but the behaviour and work methodology must be founded on the initiatives and concern for customers.

Among the numerous parameters that caused a better position of the Hotel Excelsior on the tourist market, there is also the standard and quality application in doing business. It is only by the constant training of employees, the use of only selected procedures and the monitoring of the system that quality is ensured at the Hotel Excelsior.

Quality is achieved by introducing particular standards and is, therefore, measurable. Furthermore, the quality standards are set by the competition and their outputs on the market. One of the main objectives of the Hotel Excelsior is to achieve, at least, the same level of quality of the products and services as that achieved by the competition (Figure 1).

The main goal of the Hotel Excelsior is to achieve and maintain competitive success in the sector of five-star hotels. Its strategy is to deliver a consistent standard of services and products, which is supported by quality. The company policy and initiatives upon quality are in support of this. Keeping this in mind, the hotel's management decided to apply a system of quality according to HRN ISO 9002 norms in order to improve such criteria. 

QUALITY	     PRODUCTIVITY
	               LOW	HIGH
	HIGH	
TRADITIONALGood market reputation,Impossibility of gain generation,Problems of keeping:Employees,Consumers. 	
STRENGTHStrong reputation,Profitability,Good position at the world tourism market,High quality customers.
	LOW	
PROBLEMSEntry in crisis,Bad management,Low quality of employees.	
SHORT SIGHTSShort-term business orientation,Price competition,Difficulties in restoring market position.
Figure 1. The strategic business terms
Source: Business data of the Hotel Excelsior
The benefits must be strengthened through effective internal auditing and management review of system performance. Like all systems, this one either improves or becomes less effective. It does not remain static for long.

Benefits and typical goals from registration to ISO include:
	More efficient and profitable business with improved, consistent and predictable business results;
	Production products and services that consistently meet customer's requirements;
	Increased effectiveness in the use of the organisation’s recourses to enhance customer's needs and expectations;
	Increased revenue and market share obtained through flexible and fast responses to market opportunities;
	Maintenance of market share;
	Improvement of communications and morale in the organisation;
	Reduction of costs and liabilities, and shorter cycle times through effective use of resources;
	Miscommunication between levels of the hotel departments will be minimised;
	Innovation and creativity in furthering the hotel's objectives;
	Increase confidence in the production system.

Delivering the quality of service is one of the major challenges that the hotel managers are facing. It is an essential condition for the success in the emerging, keenly competitive and global hospitality markets. Since the delivery of the quality of service always involves people, these issues centre on the management of the people. In particular, it focuses on the interactions between guests and staff, which are called services encounters that are the building blocks of the quality hotel service (Lazer & Layton, 1999, p. 1). 

An initial management task is to understand a service encounter by discerning and dealing with those attributes that are most important to guests. In doing so, pertinent questions must be raised about the specific service encounter under consideration. It is important to obtain adequate information to understand the situation thoroughly. Determining the context of a situation, relating to a hotel service encounter that has gone wrong, establishes an index to improvement. 

With the information at hand, hotel managers can organise and analyse the data including the specification, staff, space, system, support and style. When those conditions have been met, managers of the Hotel Excelsior will be in an excellent position to make decisions that will improve the quality of hotel services provided and guests’ perception of them. 

The management of the Hotel Excelsior assigned the necessary means and personnel required for setting up and maintaining a quality system. They also defined the need for training, equipment and documented deviations in order to maintain the system's efficiency. 

The hotel manager chose a person that will, alongside with his/her other duties, have the authority to (Vrtiprah, 2001, p. 116):
	Ensure that the system of quality is established and maintained;
	Elaborate monthly reports on the state of the quality system;
	Report to the hotel manager on the quality system's performance so that the report could be used towards evaluating and improving the system;
	Maintain contact with a certification firm.

The responsibility matrix gives all standards for the responsibility and authority of certain demands, as presented by Figure 2.

A management representative is responsible for the expert handling of an internal audit and coordination of all the functions and departments of the hotel system. He/she is also responsible for ensuring activities and, especially, for reporting to the management. According to this, management makes an assessment of how efficient the quality system is in business realisation. The quality service requires trained employees, a defined process and modern equipment. 

The procedures for the quality system are prepared and developed by department managers, verified by the management representative for quality, and approved by the general manager. Work instructions are prepared and developed by authorised department heads. The Hotel Excelsior carries out an examination that is a basic part of the service process. It includes (Vrtiprah, 2001, p. 118):
	Evaluating and checking the basic operations in order to avoid undesired tendencies and dissatisfied guests;
	Self–examination by staff, giving the quality of service as a basic part of the evaluation process;




FunctionsActivities      	1	2	3	4	5	6	7	8
Activities         	P	S						
Quality policy	S	P						
Supervision of the quality system	P							
Contract evaluation			S					
Contract evaluation (reservations)			P					
Management of documents and data		P						
Procurement								
Procurement of services	P	S		S	P	S		
Process control - RECEPTION								
Process control - HOUSEKEEPING							P	
Process control - KITCHEN						P		
Process control - SERVICES				P				
Process control - MAINTENANCE								P
Control and testing		P						
Discrepancies product	S	P	S					








Figure 2. Hotel Excelsior Responsibility Matrix (Vrtiprah, 2001, p. 117)

Note: 1 – Director; 2 – QAM; 3 – Sales Department; 4 – Kitchen; 5 – Procurement; 
6 – Housekeeping; 7 – Reception; 8 – Services; 9 – Maintenance; 
P – Primary responsibilities; S – Secondary responsibilities.


The hotel managers are responsible for reviewing the quality of services. Every month, managers of each department gather, analyse, compare and write reports based on completed questionnaires (Figure 3). 

In order to estimate a quality system, the hotel's managers analyse the changes resulting from new marketing strategies and political and social conditions. The evaluation of the hotel's quality is based upon (Vrtiprah, 2001, p. 120):
	Monthly reports submitted by the managers;
	Discrepancy reports filed during internal audits;
	Analyses of questionnaires on guest satisfaction;
	Guests’ complaints;
	Audit reports from certified establishments;
	Analyses of seminars and training carried out;






Figure 3. Manager's data analysis in accommodation process
Source: Business data of the Hotel Excelsior
4. MODERN MANAGEMENT OF THE HOTEL EXCELSIOR

Modern management of the Hotel Excelsior entails the execution of planning, organising, human resource development, leadership and control as the fundamental functions of management. Management in this hotel deals with people and their relation within the organisation, as well as their knowledge and leadership styles. It is also focused on strategy, design, technology, planning and control. The characteristics of the managers at the Hotel Excelsior are:
	Motivation of other colleagues;
	Profound understanding of his/her job;
	Understanding of his/her subordinates;
	Selection of the best co-workers and giving them enough freedom;
	Full commitment to the work;
	High level of self-confidence;
	Lower organisational dependence;
	Greater autonomy;
	They know how to listen;
	They are ready to reach a compromise;
	Flexibility.

The organisation structure of the Hotel Excelsior has changed radically. Some new departments have been formed. Organisation is functional and is specially focused on five departments (marketing department, supply department, finances and accounting, department for research and development and department of human resources). 

Figure 4 shows that the Hotel Excelsior operates by offering services of accommodation, food, beverage, fitness, sport, etc. to its customers.







Figure 4: Organisational structure and responsibility centres of the Hotel Excelsior 

Source: Business data of the Hotel Excelsior	 

The system of knowledge and personnel management is more than ever becoming a concept of the new business philosophy and is experienced as a source of power. 

Management of the Hotel Excelsior has comprehended this, especially after the privatisation process. Every year, the operation staff goes on training in the United Kingdom, while the middle and top management practise permanent education in the form of expert seminars, courses and MBA studies.


Figure 5. Employment structure in 2001

Figure 5 shows the employment structure of employees in 2001 and 2002 in each department of the Hotel Excelsior in percentages. 





Figure 6. Employment structure in 2002

Source: Business data of the Hotel Excelsior

Figure 6 shows that tourism is an industry that employs a large female labour force. Of all the employees, 44.37% were female in 2002. 

The educational structure shows that the number of managers with a university degree has increased with the privatisation of the hotel. Most of the managers are young people in the mid-thirties, both men and women. 









Figure 6. Gender structure of employees in 2002

Source: Business data of the Hotel Excelsior 

Figure 7 shows that:
	7.04% of employees are with basic school education;
	7.04% of employees are semi–skilled;
	16.20% of employees are skilled;
	7.04% of employees are highly skilled; 
	49.30% of employees are with a secondary school education;
	3.52% of employees are non-university;






Figure 7. Educational structure of employees in 2002

Source: Business data of the Hotel Excelsior

5. THE ROLE OF CONTROLLING IN THE HOTEL EXCELSIOR





Figure 8. Management and accounting information system cohesion in the process of hotel manager reporting





USALI includes business statistics of the Hotel Excelsior with an overview of the most important data, based on the unified accountancy data of operational indicators. For transparency in business, the most important accounting information is that based on segment reporting standards (IAS 14). The primary benefit of segment reporting is the release of the USALI. It represents one of the basic management functions (Figure 8).

Controlling, an intelligent service of the management (the mind of the Hotel Excelsior), consists of (Avelini-Holjevac, 2002, pp. 490):
	Performance planning;
	Monitoring achievements and deviations from the plan or standards;
	Analysing every deviation and identifying the cause of the deviation;
	Providing information for bringing efficient decisions and achieving the desired hotel performance.

Hotel controlling in the Excelsior is carried out on the basis of USALI, which reflects the characteristics of a department’s operations and consists of several accounting units with its own profit, income and expenses. The approach of this accounting system provides the successful operational management of certain types of profit, income and expenses for all departments. Furthermore, it allows for momentary intervention in case of negative deviation from the plan of the hotel departments.

6. FUTURE DEVELOPMENT OF THE HOTEL EXCELSIOR

Strategic collimation of the future development of the Hotel Excelsior will be based on strengthening the competitive advantages according to the main opportunities and threats from the surroundings.  The accent is on the decentralisation of hotel operations. The hotel management should incorporate the strive to achieve world standards in the fields of technology and organisation into the strategic plan of the hotel. This should improve the business processes and quality of the tourist product of the Hotel Excelsior.

The rationalisation of business processes will decrease all expenditures with the gain to increased profitability. The marketing and sales policy will be customised with new conditions on the tourist market. The short-term strategy has its main goal -- the satisfaction of employees -- where motivation has the main role for the efficiency of the organisational units where they are managing. The prerequisite for this is the establishment of profit centres, relatively observing the expenditures and costs of the minor business units. Investment in people is going to be a commitment towards achieving a quality product. The Hotel Excelsior shows us that the strategic planning and controlling as a service have a big significance in doing business. From today's point of view, the Hotel Excelsior has and is going to have a bright future.

7. INSTEAD OF CONCLUSION
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